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INDIA - KEY ECONOMIC INDICATORS 


All values in U.S.$ million unless Exchange rate: U.S.$1.00=Rs.8.50 


otherwise indicated. Indian fiscal 
year is April 1 to March 31. 


1974-75 
A 

INCOME , PRODUCTION , EMPLOYMENT 
GNP at Current Prices ($billion) 79. 
GNP at Constant (1960-61) Prices ($billion) 27. 
Per Capita GNP,Current Prices ($) 
Industrial Production Index (1970=100) 
Agricultural Production Index 

(1959/60-61/62=100) 
Labor Force (million) 
Number of Persons (million) Registered 

at Employment Exchanges 


MONEY AND PRICES 

Money Supply with Public 13,596 
Interest Rates (Commercial Bank) (percent) 9.0-13.5 
Wholesale Price Index (1970/71=100) 174.9 
Consumer Price Index (1960=100) 317.0 


BALANCE OF PAYMENTS AND TRADE 
Gold,SDRs, and Foreign Exchange Reserves 1,378 
External Public Debt 7,630 
Annual Debt —- 779 
Overall Balance? -584 
Balance of Trade -1,400 
Exports , FOB 3,916 
U.S.Shareb/ 561 
Imports , CIF 97046 
U.S.Share?/ 857 


a/ Current and Capital Accounts Balance. 
b/ Calendar year figures (1974,1975,1976). 


Estimates Percent 
1975-76 1976-77 Change 
B C C/B 


82. .76 
29. 25 
. 50 
.0 
.0 


15,012 
14.0 

173.0 

312.8 


2,214 
8,355 
766 
621 
-1,431 
4,637 
548 
6,068 
1,287 


Sources: GOI Central Statistical Organization, Reserve Bank of India, GOI 
Ministry of Commerce, U.S. Department of Commerce, World Bank. 





SUMMARY 


While the Indian economy grew in the range of only 0-2 percent in real terms 
in 1976-77, this performance must be viewed in comparison with a record 
rise of 8.8 percent in national income the previous year. Foodgrain output 
this crop year is believed to have declined to approximately 109-111 million 
MT, still India's second largest crop, with the result that overall agricultural 
production registered a decrease of around five percent in 1976-77. Food 
buffer stocks are now almost 19 million MT. The new Government has 
emphasized the importance of the agricultural sector and will probably invest 
more funds in irrigation in view of the economy's continuing dependence on 
the monsoons. 


In 1976-77 industrial production went up by an estimated 7-8 percent, primarily 
because of higher utilization of existing capacity and better performance of 
public sector units. However, insufficient domestic demand and private sector 
investment, higher capital costs, a continuing credit squeeze, growing 
shortages of power in some regions, and a likely increase in labor disputes 
pose major problems to Indian businessmen and policymakers in the coming year. 


Wholesale prices increased by almost 12 percent between March 1976 and March 


1977, but most of the increase occurred during the first half of the fiscal year. 
The Government is hoping to keep the average inflation rate to around five 

percent per annum by restricting the growth in the money supply (almost 19 percent 
last fiscal year), reducing or even eliminating the presently estimated 1977-78 
Government budget deficit of $700 million, and by importing essential goods 

that are in short domestic supply. 


India's foreign trade deficit in 1976-77 declined sharply to an estimated $200 
million because of increased and more diversified exports as well as lower 
imports, particularly foodgrains. By the end of March 1977 foreign exchange 
reserves amounted to a record $3.7 billion, and are expected to rise further in 
the coming year. The Government is hoping that external assistance, primarily 
from the Consortium countries and including the World Bank group, will continue 
at its present level of approximately $2 billion per year. 


Total trade between India and the U.S. remained at $1.8 billion in 1976, but 

the trade imbalance in favor of the U.S. declined to around $400 million. We 
expect that bilateral trade may be almost in balance in 1977. There are good 
opportunities here for U.S. exporters of equipment and spare parts to such 
sectors as energy and minerals, power, transportation and sophisticated industry. 
While the foreign investment climate in India is still not very favorable, the 

new Government will probably attempt to formulate some clear and viable 
investment guidelines. 





CURRENT ECONOMIC SITUATION AND TRENDS 


We estimate that India's Gross Domestic Product in real terms increased by 
only 0-2 percent during 1976-77, but this performance must be viewed against 
the rapid economic growth (8.8 percent) in 1975-76. In general the Indian 
economy experienced a relatively good year in 1976-77, with a large foodgrain 
harvest, a substantial rise in industrial production, and prices that were kept 
under reasonably good control. The economic performance in 1977-78 will 
depend to a considerable extent on this summer's monsoon. 


Agriculture 


Because of relatively good rains last summer the 1976-77 foodgrain harvest is 
expected to fall in the range of 109-111 million MT (the country's second 
highest), compared to the record foodgrain output of almost 121 million MT 

the previous year. Production of edible oils and cotton is. also down, although 
the output of such crops as jute, tea, coffee and tobacco is greater. Overall 
agriculture production in 1976-77 is expected to decline by approximately 

five percent. 


By May 1977 buffer stocks had reportedly reached a record level of almost 

19 million MT. Considerable amounts of the stored foodgrains, although bagged 
and covered with polyethylene, are still in open-air sites and thus increasingly 
subject to deterioration because of pests and weather, but the building of 
permanent storage facilities has proceeded at a rather slow pace. The 
Government's new food policy eliminated procurement targets for spring- 
harvested foodgrains (primarily wheat), abolished zones for the movement of 
wheat, and increased slightly the support prices of wheat and chickpeas.This 
policy will again permit more wheat to be sold on the open market, thereby 
increasing the importance of traders, and should reduce the Government's 
procurement expenditures. The new Government has emphasized the importance 
of the agricultural sector and may invest more funds in the expansion of 
irrigation facilities and other rural public works projects. 


The new Government's policy regarding extension of a buffer stock policy to 
other essential commodities (such as cotton and vegetable oil) is still unclear. 
However, it is likely that the Government will continue to import sizeable 
quantities of these goods in order to relieve shortages and maintain (or bring 
down) prices of items important to the Indian consumer. New contracts for 
foodgrain imports have been suspended since June 1976, and it appears that 
food shipments here may be minimal in 1977-78 because of the present level 
of buffer stocks and the generally favorable foodgrain harvest. 





Industry 


During the first nine months of 1976-77 industrial production (as measured 

by the official index) was 10 percent higher than the comparable period the 
year before. We expect that the 1976-77 industrial production index will 
register an increase of 7-8 percent over 1975-76. The improvement in the 
industrial sector has been primarily due to greater capacity utilization, 
particularly in public sector enterprises ,and a generally quiet labor situation. 
Some major sectors, notably textiles and jute, are now performing somewhat 
better, but still contain a number of "sick" plants. 


Several major problems now face Indian industry. Private sector investment 
continues to be insufficient, despite Government attempts to stimulate it. 
While there were very few strikes during the Emergency in 1975-76, members 
of labor unions have begun to reassert themselves with the hope of recovering 
their purchasing power which has declined in recent years. Mandays lost 
because of labor disputes will probably rise in 1977, but it remains to be 
seen whether this will have a significant impact on industrial output. Power 
generation increased by almost 12 percent last year, primarily because of 
improved plant utilization and easily available coal supplies. However, new 
power capacity achieved in 1976-77 represented an increase of only around 
eight percent - 1,712 megawatts, compared to a targeted addition of 2,000 
MW. Many parts of the country, particularly South India, some of the 
Gangetic Plain and the Calcutta and Bombay areas, have been experiencing 
power shortages due to declining water supplies in the reservoirs, equipment 
breakdowns and labor problems. Because power preference is usually given 
to the agricultural sector, some industrial plants have been forced to cut 
production as a result. It is questionable whether an industrial growth rate 
of eight percent can be sustained this year, partly because of insufficient 
domestic demand and rising input costs. 


The new Government has yet to formulate most of its economic and industrial 
policies. However, it is likely that there will be a more sympathetic attitude 
toward the private sector and that some economic controls will be eliminated 

or liberalized. There may be less emphasis on public sector investment for 
large scale capital-intensive projects if the political leadership is serious 
about its campaign promises to place greater priority on small scale industries 
and employment generation. The Government has recently liberalized and 
simplified import procedures further in an effort to promote industrial production 
and exports. 





Monetary and Fiscal Policies 


Inflationary pressures continue to be of concern to policymakers. During 

the last fiscal year (from end March 1976 to end March 1977) the wholesale 
price index increased by almost 12 percent. However, most of that increase 
occurred during the first six months of 1976-77. The Government of India 
officially measures inflation by comparing the year's average wholesale 
price index with the average of the previous year. In this sense, the average 
wholesale price index for 1976-77 was only 1.8 percent higher than the 
1975-76 average, but the effective price increase last fiscal year was five 
percent because of a decline in the index of more than three percent in 
1975-76. The Government is hoping to keep average wholesale price 
increases to around five percent per year. On the other hand, the major 
consumer price index declined by approximately one percent last fiscal year, 
probably because of the time lag in the effect wholesale prices have on the 
consumer price indices. 


The Government inherits a not completely satisfactory monetary and fiscal 
situation and must make some difficult policy choices. By the end of March 
1977 the money supply had increased in the previous twelve months by 

almost 19 percent. Much of the rise was caused by food procurement and 
storage programs, as well as the increase in remittances coming here from 
Indians overseas. This latter flow is likely to continue to generate additional 
rupees in the economy. 


The Government, in presenting its interim 1977-78 budget, projected a budget 
deficit of $700 million (expenditures of $17.2 billion and revenues of $16.5 
billion), in contrast to a 1976-77 deficit of $500 million. However, the 
Ministry of Finance will probably attempt to lower planned expenditures and 
also perhaps increase indirect taxes in order to reduce or even eliminate the 
deficit. Such an effort, however, may have adverse effects on industrial 
investment and production. Further, businessmen are clamoring for a 
relaxation of the tight money policy as a means of stimulating investment, 
but such a policy change could easily bring about renewed inflationary 
pressures. 


Balance of Payments 


The 1976-77 foreign trade deficit is estimated by us at approximately $200 

million, a very considerable improvement over the $1.4 billion trade deficit 
in 1975-76. Exports rose by almost 22 percent to an estimated $5.7 billion 
last fiscal year. Significant export increases were recorded for engineering 





goods, cotton textiles, leather, iron and steel, marine products and jewelry, 
while on the other hand sugar export earnings dropped sharply because of 
the decline in international sugar prices. Export performance in 1977-78 

is expected to be good (although the percentage increase may not be as high 
as in the past few years). The maintenance of a realistic rupee exchange 
rate and the relatively optimistic outlook for Indian goods in their most 
important markets - Western Europe and the United States - are favorable 
signs. India's trade with the Soviet Union in 1977 is expected to increase 
to around $1 billion. 


Imports in 1976-77 amounted to an estimated $5.9 billion, with fuel, food 
and fertilizer shipments accounting for approximately one half of the import 
bill. Imports of capital goods, petroleum, and essential commodities are 
likely to be higher this fiscal year than last. In general 1977-78 imports are 
expected to show a rise that may result in a foreign trade deficit of $500 
million or more this fiscal year. 


External aid disbursements in 1976-77 amounted to slightly over $2 billion, of 
which approximately half came from countries in the Aid to India Consortium. 
The World Bank group (primarily the International Development Association) 
provided $600 million. The level of gross aid disbursements is expected to 


remain at around the $2 billion level this year. External debt servicing in 
1977-78 will be approximately $860 million, but clearly manageable in the 
context of India's improved export performance and comfortable reserve position. 


Gross foreign exchange reserves at the end of March 1977 reached a record 
level of $3.7 billion, an increase of $1.5 billion during 1976-77. A high level 
of aid disbursements, rising exports and the continued flow of remittances 
from Indians overseas to the Reserve Bank of India have been responsible for 

a situation that gives policymakers added flexibility in managing the Indian 
economy. However, there are signs that black market operations may be 
reappearing, which could divert overseas remittances into illegal channels.A 
further rise in foreign exchange reserves is quite likely this fiscal year. 


IMPLICATIONS FOR THE UNITED STATES 
Trade 


In CY 1976 Indian exports to the U.S. amounted to just over $700 million, 
while Indian imports of U.S. products were $1.1 billion. This trade imbalance 
of approximately $400 million in favor of the United States was less than the 
$740 million gap in 1975 because of declining U.S. foodgrain shipments to 





India and increased exports (in particular) of Indian textiles, leather goods 
and marine products to the U.S. Indian exports receiving a zero duty tariff 
benefit under the U.S. Generalized System of Preferences amounted to 

about ten percent of total Indian exports to the U.S. in 1976. Total trade 
between the two countries remained at around the $1.8 billion level. It 

is expected that the bilateral trade imbalance will continue to diminish in 
1977. In fact, during January-March 1977 trade was approximately in balance 
(Indian exports to the U.S. of $165 million versus Indian imports of $171 
million). However, total bilateral trade in 1977 may decline from the level 

of the past two years. 


U.S. exports to India continue to constitute the largest share of the Indian 
market (about 20 percent last fiscal year). Because of liberalized import 
procedures and the need to modernize plant and equipment, Indian imports 

of capital goods from western countries, and particularly the U.S., are 

likely to increase in the coming year. There is a good market for American 
equipment and spare parts in such sectors as minerals, railways, tele- 
communications ,chemicals and synthetic fibers, fertilizers, paper, electronics, 
thermal power and construction. 


India is exploiting its extensive mineral and petroleum resources, and while 

a number of U.S. firms are already substantially involved in this area, there 
is scope for increased sales of American equipment and technology. One 

of the major areas in which U.S. companies are heavily involved is the 
development of the offshore "Bombay High" oil field under the direction of 

the Oil and Natural Gas Commission (ONGC). Crude production from this 
field, now running around 32,000 barrels per day, is to be stepped up to 
80,000 b/d by the end of 1977. The Commission has a Bombay High production 
target of 200,000 b/d by 1981, which is expected to reduce India's oil imports 
to somewhat less than 50 percent of its total petroleum consumption at that 
time. The ONGC envisages expenditures of over $500 million in the next 
several years for the development of the Bombay High (particularly the subsea 
pipelines for crude and gas), which offers excellent opportunities for further 
U.S. participation. On the mining side, the $630 million Kudremukh iron ore 
project is important for future sales of U.S. mining equipment. The UNIDO 
sponge iron pilot plant in Andhra Pradesh, which is expected to be approved 
soon, will be an important demonstration project. Also, the Government has 
put out tenders for two iron ore pelletization plants, each with a two million 
MT per annum capacity. 





Investment 


U.S. direct investment in India is estimated at approximately $360 million, 
or about one quarter of total private foreign investment in India. Minimal 
U.S. investment has occurred here during the past few years. On the other 
hand, the Government of India purchased ESSO (March 1974) and CALTEX 
(December 1976), and equity disinvestment by these two major U.S. firms 
will be taking place through 1981. 


Foreign businessmen have been reluctant to invest here in recent years, 
partly because of the uncertainty of the guidelines contained in the Foreign 
Exchange Regulations Act (FERA). The previous Government professed to 
encourage foreign investment for the production of priority, technically 
sophisticated and/or exportable goods. The FERA guidelines were slightly 
liberalized so that foreign firms could retain 51 percent equity provided the 
above categories amounted to 60 percent or more of their production here. The 
attitude of the new Government toward foreign investment is still unclear, 
and it will take some time to develop a clear and coherent policy. However, 
U.S. businessmen should continue to explore the possibilities of technical 
collaboration with Indian firms. 


Indian joint ventures abroad will probably continue to increase in importance, 
particularly since the Government has relaxed somewhat its restrictions on 
Indian equity investment in these projects. India's comparative advantage 

in such areas as relatively sophisticated but low cost equipment, trained 
manpower, and growing experience in the construction of industrial and 
infrastructure projects is likely to continue. Indian collaboration in the 
economic development of Middle Eastern countries will probably increase, 
which could result ina higher flow of remittances from Indians working there. 


Available by subscription from the Superintendent of Documents, GPO, Washington, D.C. 20402. Annual subscription, $37.50. Foreign mailing, $9.40 
additional. Single copies, 50 cents, available from Publications Sales Branch, Room 1617, U.S. Department of Commerce, Washington, D.C. 20230. 
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tool 


INDEX TO FOREIGN MARKET REPORTS 
can be such a tool. Published by the U.S. 
Department of Commerce, it lists a wide 
variety of documents containing a wealth of 
information for the overseas marketer. The 
Index catalogs spot news and timely surveys 
of industrial, commodity, commerical, and 
economic conditions in more than 100 
countries. 

Included is all in-depth market research 
performed by Commerce's Bureau of Inter- 
national Commerce (BIC) required for the 
target industry program or in support of the 
Department's participation in international 
promotional events. 

About 100 reports sent to Washington by 


U.S. Foreign Service Officers are received 
and indexed each month. 


Annual subscription for 12 issues of the 
FMR Index is $10. Subscribers to the Index 
will be charged between $2 and $10 for 
documents depending on their length. 


For additional information 
or to subscribe, write 


National Technical Information Service 
Box 1553, Springfield, Virginia 22161 


BIC’s Export Information Division 
Room 1063, U.S. Department of 
Commerce, Washington, D.C. 20230. 
Telephone 202-377-2504. 
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